
Weak yen versus a strong USD
Japanese finance minister, Shunichi 
Suzuki, tried some verbal intervention on 
the JPY yesterday, stating “It’s important 
for currencies to move in stable manner 
reflecting fundamentals. We will make 
appropriate steps on FX moves with high 
sense of urgency.” The intervention talk 
saw the yen surge from its weakest level 
in a year versus the USD. The USD has 
been on a tear for the last three months, 
at the same time as markets have been 
questioning Japan’s ultra-easy monetary 
policy amid robust inflation. 

US Treasuries continued to sell off 
overnight, the yield on the 10-year up 
another 11bps to 4.79% - a sixteen year 
high - following strong US jobs data. 
With the 10-year yield up 70bps over the 
past five weeks alone, these moves are 
extreme by anyone’s standards and are 
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responsible for the significant upward 
pressure on global yields and the strong 
USD. Friday nights monthly US payrolls 
data will be closely watched for signs of 
cooling, with a strong reading reinforcing 
the ‘higher for longer’ narrative. 

The NZIER Q3 economic update merely 
highlighted what we already know … 

“domestic demand remains soft and there 
has been a sharp easing in labour shortages. 
These developments suggest that higher 
interest rates are starting to dampen 
demand in the New Zealand economy. There 
has been an easing in capacity pressures 
more broadly. Pricing pressures have 
eased while cost pressures remain intense.” 
Unsurprisingly, -53% of businesses 
expect a worsening in general economic 
conditions over the coming months.

Last night’s GDT auction was another 
step in the right direction, with the 
GDT price index up 4.4%, back above 
USD3,000/MT, WMP was up 4.8%, SMP 
up 6.6%, Butter up 1.3%, Milk Fat up 
3.7%, only Cheddar and Lactose saw their 
price fall, by -4.8% and -1.3% respectively.

Citibank believe brent crude prices will 
fall back to the low USD70.00 a barrel 
next year as oil markets swing back to 
surpluses as “more oil comes onto the market. 
Higher prices in the near term could make 
for more downside risk in prices next year.” 

If the politicians wanted a 
different result …

… maybe they should have replaced the 
Board, not just the boss after new RBA 
Governor, Michele Bullock, took her lead 
from her old boss, Philip Lowe, and did 
exactly what we would have expected 
him to do … leave the Australian cash 
rate unchanged at 4.10%. This is what the 
market expected, and what Ms Bullock 
delivered, with the statement highlighting, 

“Some further tightening of monetary policy 
may be required to ensure that inflation 
returns to target in a reasonable timeframe, 
but that will continue to depend upon the 
data and the evolving assessment of risks.” 

Other highlights included, “Higher rates 
are working to balance supply and demand. 
The economy was a little stronger than 
expected in 1H. The rate pause will provide 
time to assess the impact of the hikes to date. 
Further tightening depends on the data, 
and how the risks evolve. Labour market 
conditions remain tight. Inflation in Australia 
has passed its peak, although it is still too 
high, and it will likely remain so for some time.”

Australian interest rates were largely 
unchanged, although the AUD/USD 
dipped below 0.6300 overnight, nearing 
a 12-month low.  
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